EXHIBITS

Exhibit 3: Management Alert Report Regarding DHCD Testimony Before the City
Council’s Committee on Economic Development on June 16, 1999

ISSUES AND RECOMMENDATIONS

In summary, DHCD officials provided ora! testimony on the amount of administrative
subgrants awarded to the CDCs that differed from our audited amounts by as much as

$£4,593,628, and the written testimony differed from our audited figures by as much as $285,356.

Amount of CDBG Fopds HUD Awarded to DHCD

A councilmember asked DHCD offzcials for the amount of CBDG fimds HUD awarded
to DHCD for a 2-year period. In response, a DHCD official stated that HUD provided funds in
the amount of $37 million, an understatement of at least $9.767 million (i.e., 26.4 percent).
Table D compares the oral testimony with audit results.

Table I: CDEG Fands Awarded to DHCD

FY 1997/1998 FY 19981999
Oral Testimony £ 37,000,000 £ 37,000,000
Actual HUDY Grants 47422 000 46, 767.000
{Understatement) (5 10,422 0040) (% 9,767,000)

Subgrant Awarded to Manna Not Ineluded in Testimony

In addition 10 the forepoing, the charts provided to the Committee on the amount of
subgrant awards to the CD{Cs did not include a $145,000 subgrant DHCID awarded in FY 1997 to
Manna This subgrant provided administrative support for selected economic development
projects and activities. We were advised that the award was based upon an unsolicited proposal
and accepled by BHCD as a special project. ' We were further informed that the awand was
charged to the Special Projects budget line {and not charged against the Neighborhood
Development Assistance Program budget), and therefore, excluded from the charts.

However, in a DHCD subgrant to Manna that we reviewed, Manna was referred toas a

CDC. Therefore, as a CDC, Manna should have been included or explained by a footnote on the
charts provided to the Committee.
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Exhibit 4: DHCD’sInitial Responseto the Management Alert Report of September 24,
1999 (Exhibit 3)

GOVERNMENT OF THE MSTRICT OF COLUMEBLA
Department of Housing and Communily Development

(rhedio Ma hone * * *
Imberimm irector _
[ |

September 28, 1999

Charles C. Maddox, Esq,
Inspector General

Office of the Inspector General
717 14" Street, NW
Washington, DT 200035

Dear Inspector (General Maddox:

| am in receipt of your letter of September 24, 1999 in which you raise several pertinent
issues regarding the oral and written testimony presented by the Department of Housing
and Community Development before the City Council’s Committee on Economic
Development on une 16, 1999,

In particular, questions were asked about information provided to the Committee
concerming 1) Community Development Corporation (CDC) funding, 2) the
Department’s CDBG budget, and 3) the matter of failure w provide responses 1o requests
for further information presented by Councilmember Sharon Ambrose.

Your letter suggests that the Department presented financial information 1o the
Committee thal was “unclear, inaccurate, and incomplete.” The reference here is o
financial data presented on Neighborhood Development Assistance Program (NDAF)
funding to CDCs for the past two fiscal years. 1, respectfully, take exception to the
characterization of the information presented. The Committee was given the amount of
the original awards to the CDCs for FY97, FY98, and FY99. This was consistent with
prior reporting to the Committee on CDC funding and was, in fact, clear, accurate, and
complete in terms of what il was represented to be. The problem raised in your letier
stems from gquestions regarding the operationa] definilion of the lerm award. Your
agency argues that the amount of the award should consist of the original amount
adjusted by any amendments or modifications. From an auditor’s viewpoint, that may
very well be the correct conceptualization, and the Department will have (o take that
criticism under advisement in preparing future presentations. The Department has, in fact,
revised its CDC financial reporting data for FY97, FY98, and FY% to reflect the
inclusion of pward amendments., Nevertheless, the Depantment claimed no more or no
less than that the CDC funding data it was presenting to the Commitise at the time of the
hearing was for the original awards, and in that regard the information was corroct.
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The second issue in your letter raises concerns over whether the Depanment understated
the amount of CDBG funding to the Committes. Again, whether the angwer was correct
or noi is subject to some interpretation. In response to a question by Councilmember
Sharon Ambrose (not 2 regular committee member) to Melvin Waldrop, Chief Operating
Officer, regarding the agency’s CDBG funding, Mr. Waldrop responded that the funding
was $37 million. Prior to that question, Councilmember Ambrose had been referring to
two-year pexiods of time. Mr. Waldrop responded correctly that on an annualized basis
the cumrent CDBG funding—ihe foderal grant amount and program income—is 537
million. Your stafT has opined that he shoull have responded with the total of the federal
grant amounts only {about $23 million) and for a two-year period {i.e., about $46
million). Under the heat of questioning, Mr. Waldrop did not comstruct his answer in that
manner but did provide an acourate and appropriste response to the questicn—DHCD s
CDBG funding for FY1999 is 537 million.

The final matter deals with the failure to get back to Councibmember Ambrose on her
requests at the hearing for additional information from the Department. The Department
has an outstanding history of complying with the many requests for information imposed
upon it. We especially make a very serious effort to comply with information requests
from the Exccutive and the Couneil. On this particular occasion, however, the person
who normally, and very diligently, coordinates responses to Council questions was on
leave, resulting in a slow response. Nevertheless, Councilmember Ambros” questions
were addressed recently, and a copy of that correspondence is attached. The Department
does have a good system in place for responding to Councilmember questions.

T want to assure you that the Department takes the matiers that you raised in your letter

seriously, and appropriate adjustments will be made accordingly. If | may be of further
asgigtance in providing information on the Department’s activities, pleasc let me know. 1

muy be reached at 442-7210.
Sincerely, ﬁ

Othello Mahone
Interim Director
Enclosure
OMijn
ce: Roy Simmons, Avditor-in-Charge

bec:
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GOYVERNMENT OF THE DISTRICT OF COLUMERIA
Department of Honsing and Community Development

Othelle Mahene * Wk

T L

September 24, 1999

The Honorable Sharon Ambrose
Councilmember

Council of the District of Columbia
441 4" Street, NW, Room 710
Washington, DC 20001

Dear Conncilmember Ambrose:

Yiou raised fwo issues regarding Community Development Corporations {CDCs) at the
Junc 16" Public Roundtable held by Councilmember Jarvis on the “Fiscal Year 2000
Action Plan Approval Resolution of 1999" o which our agency promised to get back 1o
you with more information. As the result of an inadvertence, the information you
requested was just recently dirccted 1o be compiled.

The first question the Department committed to get back o you on concemned the dollar
amounts and percentages of funds that went to CDCs for administrative supporl through
the NDAP program vs. non-NDAP project support provided to the CDCs in the past two
fiscal years. The breakout of DHCD-approved contracts for these two categories for the

past two fiscal years is a5 follows:

FY97 FYo98
Type CDC Funding % millions p § mulbioms %%
Administrative Support 40 694 42 57.5
Project Support 1.8 _3140 A 425
Total $5.8 1000 £73 1000

The $5.8 million in funds provided to CDCs in FY97 amounted to 12 percent of the total
DHCD gross budget of $47.5 million and the $7.3 million in FY'98 funding cqualed 12
percent of the total DHCD gross budget of $58.2 million. By comparison, the total of
approved contracts to non-CDC developers in FY97 was $0.8 million and in FY98 the
figure was $11.7 million. Although CDCs play an important role in carrying out
DHCD'’s mission to improve our communities, they constitute only one component of a
multifaceted operational stratesy.
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The second question dealt with the 1ssue of leveraging and whether the Department had
required a higher leverage rate for the Task Force provess than it historically had been
receiving through its regular contracting process with developers. Specifically, you
requested the leverage rates for non-Task Force contracts for the past two fiscal years. In
FY 1997 the averall leverage rate was 1.7 and in FY 1998 the leverage mie was 3.2. A
spreadsheet showing leverages for individual contracts for the two-year period is
attached.

The minimum leverage rate required in the Task Force 1 process was 2.0 (a ratio of §2
total project cost to every 51 requested of DHCDY). As you can see, the leverage rale for
non-Task Force contracts for FY 1998 was, in fact, higher than the minimum threshold
level required in the Task Force process.

IfT may be of further assistance in providing information on the Department’s activities,
please let me know. I may be reached a1 442-7210.

Interim Director
Enclosure
OM/fjn
co: Councilmember Charlene Drew Jarvis
2
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D. C. DEPARTMENT OF HOUSING COMMUNITY DEVELOPMENT
Development Finance Division
Approved Contracts From FY 1997 1338

Total
Davelaproamnt
Year B ormowars Mama Furposs DHCD Amount Cost
o7
1451 Park Rad Gooparaiive, ING. ACaquahion of propery ST67 500 2,000,000
Gremi for adminisiraiive oost incumad
Ertterprise Exchanges, inc. e —— $11 §112.000]
H Sireal Firance Coporaton Loen Program $500.000
Consultant/Bsiness incamihe
Hammer, Sier, Geonge Associales islation T 34T
Leland Cooperative Rehabiiaticon of property $545.000] $700,971
Gran ko provicse hame: repsins o bow-
RPJ Housing Dervaloprmant Corporalion et i Fariies S100,000 $128,000
rlmnmwmm'rmmd
Thie tslander Canbbean Restaurant working capial $75.000 §75,000
Prarming study for tha U Streel
Etreet Thaatre Foundation Theatra 350,000 350
Sl Have A Dream Coop Associalion | Fesha0iiation of property 56,300
$2,283,068| 53,865,884
LEVERAGE AMOUNT 1.6932758
[1]
1200 U Streal Assocaigs, LLG Foraniiton of 1 Fefomme 355,370 1,156,000
1312 E_ Capitnl St.. NE hilieation af propsrty 2424, 186 3582571
W77 Haryes S0, HE Hehalufabon of proparty 3246, 524 $2.180.504
AlTican Harninn Ceer FefeabiElon of propeny [F e 500, 000
| |[Apartment Improesamant Frogram 170,000 170,000
{Grant for hard and soft oost
iconstruction cost o renovase 35,000
ft spece Inass by Grantes from the
Appis Trise Instivts for Educational innmeation |(G5A i reuss & CaminT
Azpociabtes Wrecking Group (Chilkdwen's: ol desy
Radeaiopmant of weart ol o a
Biread for e City office apace
Bucsonon House
Grant-To construct space for 2
rostaurant and dassroom lor SEED
|Capital Childran's Museum and Options Public Charter School
|Gty Farst Biank FHolding, Inc.
(Grant lor constnsction of ADA
{Concomn School of Ad [accesaibilty imgrovement of proparty
of parking lot &l 16th &
Department of Public Wodks w
Ernemancy Shaler Granl
| Fermovall of undesground shorage tank
Emvironemnaal Consinscton Services Parcel 42, Shaw Schood
fior hard and soft cost
cost fo rengvate 35,000
1t spsce bease by Grantes fom the
Foundation For Educaiional Innavation for reuae @6 Leaming Cerer F50,000] 54,138 ,000{
Page 1 HZA0S 338 PM
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0. C. DEPARTMENT OF HOUSING COMMUNITY DEVELOPMENT

Development Finance Division
Approved Contracts From FY 19587 1892
Total
Dwrvalopment
Yeur Bortouer's Hama Purposs DHCD Adseant Cosi
m fior hard and sol oot
ot b Fibaate: 35,000
. It space lease by Grantss from e
'_Fmrlhthnr Educational Innovaiion GSA for neuse a8 Lesaming Cenlsr ST 75,000 3,078, 000|
Kaboom oL Fenvalon 5170000 175,
Purchase and rengvation of vacani
stnuctura for development of a stala-of
Haticnal Child Dayears Assocition | tha-art-chikd deweinpment center 5006, 800 33,000,000
iork Ave. Playgiound e rencaation $160,000 $261,000
miber Mine Corporstion A , g Center $350,000( $1,342 000
Predeveloprnend planning and Thol
Theater historic presereton work for
Penk Confral Assocites Corporation {the +4th SL, Malor Comm. Sve. Cir. £200,
Loan For finanecing hand comstruction
coml s sociated wilh the renovatian al
Schocl Associates the Permy School $1,580.000
i%m And (s il ‘Emtm $50,000
L Vandor affectsd by Meto
Simply Halr fina construcion $12,000
Snarca Thesing Rencvation $500, 000
Thea African Hedtage Dances and Drummens, | Gran for the nenomeation of
I amphitheater space 38,500
Wearshal Center Trst, Inc RETaAIENor: o 7 MLA Cenier 51,000,000
Uicn Wesley 51,350,000
i Land Insthds Soartivees] wales Study $50
|Acquisiton of Lot 43, Square 454,
L& Property Deviopment Compomfion Do Urban Fanewal Arsa 2.0 $2,038, 396
Wisterans Sonice Center Renatsitation of property $T00,000 52,967,000
Gran for plaryground renovation on
Wesiminsier Neighborhood Association Parcu 35 $178,101 178,101
Woodndge Phase 11 Rhaabilitation of propey [ a0, 0|
$18,803,120( $62,948611
|LEVERAGE AMOUNT 2ATRTTZA2|
Page 2 2398 2238 PM
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